United States Attorney
Southern District of New York

FOR | MVEDI ATE RELEASE ~ CONTACT: U.S. ATTORNEY' S OFFI CE
DECEMBER 8, 2004 HERBERT HADAD, MEGAN GAFFNEY
(212) 637-2600

I RS
JOSEPH FOY
(212) 436-1032

OMER OF ROCKLAND COUNTY PAYROLL TAX SERVI CE
PLEADS GUILTY TO FRAUD AND TAX EVASI ON CHARGES

DAVID N. KELLEY, the United States Attorney for the Southern
Di strict of New York, announced t hat MENACHEM HI RSCH pl eaded guilty
in White Plains federal court today to wire fraud and tax evasion
charges relating to his theft of over $2.3 mllion of funds that
were entrusted to H RSCH by dozens of corporations in order to
satisfy the corporations’ federal payroll tax obligations.

According to Court records and the transcript of guilty plea
proceedi ng, between 1998 and 2000, HI RSCH owned and operated PAL
Data Processing, Inc. (“PAL"), a conpany based i n Monsey, Rockl and
County, New York, that provided payroll-related services for
corporate clients located in Rockland County and northern New
Jersey. According to the Information to which H RSCH pl eaded
guilty, H RSCH performed the follow ng services for the corporate
clients of PAL: preparation of federal payroll tax returns, known
as Forms 941; signing of those returns; and forwarding the payroll

tax noni es owed by clients to the I RS and advanced to H RSCH by t he



clients of PAL.

According to the Information and HHRSCH s guilty plea, after
H RSCH s clients advanced him the nonies to pay the IRS for the
clients’ payroll tax obligations, H RSCH used the clients’ funds to
make personal bets in the stock market. As a result of those stock
mar ket trades, the Information all eges, H RSCH | ost over $2, 314, 000
and tried to cover up those | osses by preparing and filing with the
| RS fal se and fraudul ent payroll tax returns, which fal sely under-
reported and under-paid the clients’ payroll tax obligations.
According to the Information, H RSCH prepared and filed with the
RS over 160 false and fraudulent payroll tax returns. The
I nformation further alleges that HI RSCH sent to many of his clients
a separate and correct set of payroll tax returns —which H RSCH
never filed with the IRS —in order to falsely convince the clients
that he had prepared and filed correct payroll tax returns.
According to the Information, the clients from whom H RSCH stol e
funds, and thereafter caused their payroll tax obligations to be
evaded, included Anerican  Shelter Cor por ati on, Pedi atric
Affiliates, the Village of Kiryas Joel, and the Yeshiva of Spring
Val | ey.

M. KELLEY praised the investigative efforts of the IRS and
the United States Postal |nspection Service.

H RSCH, 36, faces five years’ incarceration on each of the

wire fraud and tax evasi on charges to which he pleaded guilty, as

-



well as fines of over $4,500,000 and restitution in the anount of
$2, 314, 000.

Assistant United States Attorney STANLEY J. OKULA, JR is in
charge of the prosecution.
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